The objective of this paper is to verify the range and depth of the study on corporate governance in Russia through a comprehensive survey of 202 research works. With regard to the internal structure of Russian corporations, a great deal of research has been conducted in a relatively short time since the collapse of the Soviet Union by many highly motivated researchers, who have provided insightful perspectives. These achievements, however, place too much emphasis on the empirical analysis of the interrelation between ownership structure and corporate restructuring, leaving some critical themes open for further discussion. As the 21st Century begins, a well-balanced research base should be established in this field in order to identify the reality of Russian corporations from a multifaceted perspective.
Introduction
Since Japan's post-war recovery is referred to as miraculous, the startling transformation of the corporate sector of the new Russia deserves the same appellation. According to official statistics, as of early 2005, 90.7% (4.01 million) of the total of 4.42 million registered corporations were private ones, and 64.0% (42.2 million) of the labour force was working in these firms. 1 If limited to mining and manufacturing, the private sector is much more dominant in the total number of enterprises, output, and working population, standing at 94.9%, 90.7%, and 85.3%, respectively, even in 2003 (Rosstat, 2004 (Rosstat, , 2005 . In other words, private business in Russia has grown at an astonishing rate when compared to growth during the communist era.
The way of doing corporate business has changed drastically along with the transition to a market economy. At present, Russian corporations have largely achieved the "separation of ownership and management" envisioned by Barle and Means (1932) . Lawsuits for residual claims and legal disputes between shareholders and management are everyday events. Furthermore, in reflection of the public interest in entrepreneurship and stock investment, business publications are filling the shelves of bookstores, and business schools and corporate information services are thriving.
Under these circumstances, the concept of 'corporate governance' is currently understandable to many Russian people and commonly used by popular newspapers and business magazines without special explanatory notes. At the same time, management and investors have begun to show considerable concern for corporate governance (Judge and Naoumova, 2004) , although some note that their level of awareness is still unsatisfactory (Petukhov, 2003; Belikov et al., 2004) . In fact, the market values of leading companies are closely linked with external ratings for their governance systems (Black, 2001) . Moreover, according to a series of empirical studies by Willer (1997) , Guriev et al. (2002) , Golikova et al. (2003) , and Simachev (2004) , it is statistically significant that, compared to other enterprises, large urban-based corporations with high ownership by outsiders and minority shareholders are more shareholder-friendly and more compliant with corporate laws and the Corporate Governance Code and spend more money on compliance efforts. 2 It is becoming an urgent management challenge for at least major enterprises to improve the quality and transparency of their corporate governance systems.
These social trends have also strongly affected the Russian academic community. That is, the study of corporate governance in the new Russia is an active aspect of research in the broader field of economics. More than 500 scholarly books and articles have been published in Russia in the last 10 years. The number of publications increases significantly when studies dealing with this subject from the viewpoint of legal and management science are counted. In addition, on a global scale, much research, including that by Aoki and Kim (1995) , concerning this intriguing subject of the economics of transition has been published. 3 In response to these dynamic movements, a large number of survey articles have also been published on this subject (Bim, 1996; Studentsov, 1996; Goldberg and Desai, 1999; Kleiner, 2000; Smirnov, 2000; Kato, 2001; Sprenger, 2002; Radygin, 2002; Ashida, 2003; Radygin and Shmeleva, 2003) . However, each of them covers only publications written in Russian or English or places too much emphasis on limited aspects of Russian corporate governance. Therefore, the first objective of this paper is to verify the range and depth of the study of corporate governance in Russia by thoroughly reviewing all pioneering works. Although the preceding studies are thought-provoking, some critical topics have not been thoroughly treated, partly due to a short history of research activities in this field and partly because too much of the focus has been placed on the transitional features of the Russian economy. In an attempt to overcome these shortcomings, the second objective of this study is to provide some direction for the study of corporate governance in Russia, particularly by probing as yet unexplored domains. The third objective is to reveal new findings that assist with the understanding of Russian corporate governance systems and go beyond the mere summary of earlier studies, as done by the excellent survey by Djankov and Murrell (2002) , which provided new perspectives on enterprise restructuring in transition economies by combining empirical results available in revisions of their articles with a unique statistical methodology.
The next section describes the evolution of the ownership structure of Russian enterprises during the transition period. The third examines the relationship between the ownership structure and enterprise restructuring. The fourth focuses on the internal organisation of Russian corporations. The fifth discusses market competition and its effect on management disciplines. Finally, the conclusion contains a summary of the major implications of the findings and remaining issues.
Privatisation and ownership structure
In this section, we do not look into the history and institutional framework of enterprise privatisation in Russia, since these themes have been closely studied by Nishimura (1993 Nishimura ( , 1994 , Boycko, Shleifer, and Vishny (1995) , Blasi, Kroumova, and Kruse (1997) , Chubais (1999) , Hough (2001) , Radygin (2003) , and Mizobata (2004b) . Hence, we briefly mention the following three points in relation to the main theme of this study. First, during the mass-privatisation period from October 1992 to June 1994, 67% of all Russian state-owned enterprises eligible for privatisation adopted an option plan in which management and employees were allowed to acquire a maximum of 51% of a firm's total stock at 70% of face value. 4 This option, according to one authority, was a compromise resulting from pressure from (Afanasiev, Kuznetsov, and Fominykh, 1997; Sprenger, 2002) . In contrast, as already verified by researchers such as Gurkov and Asselbergs (1995) , Buck, Filatotchev, and Wright (1998) , and Dolgopyatova (2001) and taking the current political, economic, and institutional environments surrounding corporate management in Russia into account, it is difficult to imagine that management would make a precipitate decision to transfer its shares to outside investors, considering their relatively dominant positions when compared to those of other shareholders and its intense drive for corporate control through ownership. Therefore, the primary reason that most enterprise surveys do not properly reflect the growing expansion of managerial ownership in Russian firms is possibly that there was no incentive for them to accurately report their ownership. This situation is made worse by the fact that, in Russia, it is common for managers and major shareholders to employ various tactics to increase the cash flow from sources other than dividends, to hide assets, and to obscure financial facts of their companies in order to counter hostile takeover bids or intervention from the government (Shama, 2001; Yakovlev, 2001; Rozinskii, 2002) . 7 In addition to the above discussions concerning a 'typical' industrial joint-stock company with an 'average' ownership structure, the following three factors need to be considered in order to grasp the reality of corporate ownership in Russia. First, Russian enterprise ownership models drawn by earlier studies do not apply to large listed companies, such as Gazprom and Norilsk Nickel, or to military-industrial complexes. According to Wright et al. (2003) , in 2002, 12 listed companies had an average insider holding rate of only 8.9%, and six of them had insider ownership of less than one percent with no government participation. Radygin (2003) indicates that listed firms are mainly owned by financial-industrial groups (FIGs) and holding companies. In addition, they have a comparatively high percentage of foreign ownership. On the other hand, the state is still the dominant owner in defence industries, partly because top executives of military-industrial complexes, depending upon state orders (goszakaz) and public subsidies, have continued to take a negative stance toward privatisation and partly because the state has retained its own high interest in those companies (Ryvkina, 2002) . In fact, at 28% in 2002, the average state ownership in military manufacturing enterprises remained high, according to a survey conducted by Vitebskii et al. (2002) . Such a large state share can also be observed in so-called 'strategic industries,' such as fuel, energy, and telecommunications.
Second, the ownership structure of the Russian industrial capital as a whole is quite different from that of typical privatised firms. Using the enterprise-level data gathered by the State Statistical Committee, a research team of the Higher School of Economics estimated ownership composition by type of owner with regard to the total share capital of 27,000 firms, which includes nearly all industrial companies in Russia. The data in Table 4 confirm that both the federal government and non-financial business enterprises are significantly strong as investors and demonstrate that the ownership share of corporate investors increased at an average annual rate of 6% from 1999 to 2002, while that of rank-and-filers continued to shrink during the same period. The reasons for this situation are as follows: (a) there are still a large number of 'unitary enterprises' (purely state and public enterprises) with an average workforce of 245 employees; even as of 2002, their number stood at about 7,900 (Goskomstat, 2003a) ; (b) the federal government remains a large shareholder in many natural monopoly enterprises; and (c) since the 1998 financial crisis, more and more companies have begun to have their stocks held by their holding companies and strengthen cross-shareholding ties with their group companies as a result of the rapid progress of vertical and horizontal integration and conglomerate formation in the industrial sector (Dolgopyatova, 2003b; Sokolov, 2003) . The surprising finding that the Russian industrial sector has a double-layer structure consisting of the state sector and the corporate capital sector has stunned many researchers who have focused almost solely on the insider controls observed in privatised Russian firms.
Third, with the above dynamic transformation of ownership structure underway, outside dominant shareholders and blockholders have become more influential in many industrial enterprises than worker collectives. As indicated in Table 5 , not only individual investors and non-financial institutions but also financial institutions and foreign investors whose average ownership was once very small compared to that of other types of owners currently hold a large number of stocks in individual companies in which they invest, and their shares in these firms have been expanding year by year. Against this background, the average ownership by the largest shareholders and that by the top three shareholders increased by 15. 5% and 16.9%, respectively, from 1995 , according to Figure 2. Belikov et al. (2004 demonstrated that this trend is particularly remarkable in leading industrial enterprises because, out of 45 firms listed as having the highest equity capitalization rate from the stock market, 30 had their dominant shareholders, and 44, their blockholders, as of October 2003.
As discussed in this section, the mass-privatisation program has accelerated the transfer of ownership in former socialist enterprises from the state to rank-and-filers. Even today, insiders have an average shareholding of 45% in 80% of privatised enterprises. Outsiders, however, have also established a strong position in their targeted companies, amassing a larger shareholding than insiders since 2000 (Radygin, 2001) . These movements in the real business sector have promoted empirical studies concerning the linkage between ownership and management. The next section examines the contents and implications of such achievements.
Ownership and restructuring
It is the traditional conviction of corporate governance theory that ownership structure is a critical determinant of behaviour and performance of modern enterprises. In addition, the privatisation policies and corporate restructuring of formerly socialist firms have been the centre of attention for those involved in the study of Russian enterprises. Therefore, it is quite understandable that significant attention has been given to the empirical analysis of the relationship between ownership structure and restructuring of former state-owned enterprises. Fifty major research works on this subject are listed in Table 6 . Although the survey period and empirical methodology vary from study to study, these papers can be broadly classified into three categories: (a) studies comparing state and private ownership; (b) studies focusing on qualitative differences in ownership structure; and (c) studies analysing the effects of ownership concentration and business integration. Hence, a review of the preceding studies is presented in this order.
State versus private ownership
It was not surprising that Russian officials and researchers anticipated that privatised formerly socialist enterprises would see a more drastic improvement in their motivation for restructuring and productivity than non-privatised ones. First, the literature on comparative economic systems had already shown that the serious problems facing Soviet enterprises were closely linked with state ownership. In addition, privatisation policies adopted in the reform-advancing countries in Central and Eastern Europe were actually producing positive effects at their early transition stage. Until today, however, empirical studies of Russian firms have yet to come up with a definite conclusion as to whether or not the above expectation was right. While there are many studies confirming the positive impact of privatisation, there is also much evidence claiming otherwise.
Studies in support of such a positive impact provide relatively clear evidence. For instance, the Leontieff Centre for Socio-Economic Research implemented a research project in 1996 at the request of the State Duma (the lower house) in which they examined the business results of 2,438 industrial enterprises from 1993 to 1995. The centre reported that privatised firms, on average, had advantages over state-owned enterprises regarding performance, adding that there was a positive correlation between private ownership and performance. In addition, enterprise surveys organised by the State Statistical Committee and the Ministry of State Property revealed that both the degree of privatisation and the length of time from privatisation were positively associated with financial and economic indicators (Braverman, 1999; Smirnov, 2000) . Brown and Earle (2001) , who conducted a regression analysis of productivity using 1993-1999 panel data covering 13,288 industrial enterprises, as well as Earle (1998) and Earle and Estrin (2003) , who examined the determinants of labour productivity based on the results of a questionnaire survey carried out by the World Bank in June 1994, detected a statistically significant and positive impact of privatisation and private ownership. In addition, Muravyev (2002) , who utilised cross-sectional data for 4,467 industrial enterprises in 2000, identified a negative impact with statistical significance of state ownership on labour productivity and profitability. Moreover, a research team of the IMEMO repeatedly pointed out the inferiority of state-owned enterprises to private-controlled corporations regarding financial conditions and restructuring progress (Aukutsionek and Batyaeva, 2000; Kapelyushnikov, 2000a . Furthermore, Linz (2002) confirmed a relative reluctance of state-owned enterprises to promote excess labour adjustments in comparison to privatised firms based on the results of a regression analysis using employee reduction rates from 1992 to 1995 as explanatory variables. A 2003 questionnaire survey by the Higher School of Economics covering 477 industrial firms also identified sluggish downsizing of the labour force in state-owned enterprises (Yasin, 2004) .
On the other hand, Fox and Heller (2000) , Black, Kraakman, and Tarassova (2000) , King (2003) , and other researchers have denied or questioned the positive effects of privatisation by referring to grave damage to state enterprise business activities resulting from the hasty transfer of ownership. For example, , Linz and Krueger (1998) , Jones (1998), Perevalov, Gimadii, and Dobrodei (2000) , Estrin and Angelucci (2003) , Koutzevol (2003), and Fominykh (2004) point out that there is no statistically significant difference between state and private enterprises with regard to financial condition and productivity. Perevalov, Gimadi, and Dobrodei (1998) , Bevan et al. (2001) , and Brown and Earle (2004) suggest that state enterprises may outperform private enterprises in various areas. In addition, Earle, Estrin, and Leshchenko (1996) , Avraamova and Gurkov (1999) , Moers (2000) , and Bevan et al. (2001) report that no remarkable difference exists between these two types of enterprises either in terms of the strategic decision-making process and forwardness of restructuring.
Sceptics toward privatisation itself base their reasoning primarily on a possible 'selection bias,' which means that the reason that both insiders and outside investors have collected shares of a certain company was that they recognised its relatively good performance before privatisation as well as its favourable prospects after privatisation (Earle, 1998; Bureau of Economic Analysis, 2001) . Such a perception, however, does not fully explain the current highly complex situation in Russia because variables adapted as proxies of pre-privatisation conditions and regional and industrial dummies introduced to econometrical models for controlling the selection bias have no uniform estimation results at all. Furthermore, while Brown and Earle (2004) presented evidence that the pre-privatisation performance of firms selected for privatisation is higher than that of remaining state enterprises, an empirical study by Perevalov, Gimadii, and Dobrodei (2000) led to the astonishing conclusion that failing enterprises, rather than successful ones, were the first to be privatised.
In addition, Ericson (1998) , Djankov (1999) , and Estrin and Wright (1999) have raised the crucial question of whether corporate performance indices, such as labour productivity and profitability, as well as managerial actions, such as asset sales, mergers, and spin-offs, can be proxies to assess corporate restructuring in Russia, a nation still struggling with social havoc in the wake of the collapse of the Soviet Union as well as an unprecedented economic crisis. Their question makes it even more difficult to settle the dispute about the effectiveness of privatisation. However, there is little compelling evidence proving the disadvantage of privatised enterprises over state ones, and, furthermore, many researchers have reported that privatised enterprises are willing to restructure. Consequently, it is widely accepted that the positive effects of ownership changes were observable in Russia even during its first period of transition.
Insiders versus outsiders
Assuming that privatisation is effective for restructuring former socialist enterprises to some extent, the next question is the impact resulting from differences in the type of owner. The empirical literature listed in Table 6 focuses on the comparison between insider and outsider ownership, since insider control as a corollary to mass-privatisation has been regarded as a serious obstacle against corporate governance in Russia (Aoki, 1995) .
Quite a few researchers have asserted that differences in the type of owner have a neutral or ambiguous impact on performance and restructuring (Earle, Estrin, and Leshchenko, 1996; Jones, 1998; Buck et al., 1999; Bevan et al., 2001; Esrtin and Bevan, 2003) . The latest research by Estrin and Angelucci (2003) analysing 1997-1999 enterprise-level data for approximately 370 industrial firms also reported that differences between enterprises controlled by insiders and those controlled by outsiders were not significant even at the 10 percent level in value-added per employee, real productivity increase, employment change rate, fixed asset investment rate, share of export in total sales, and deep and defensive restructuring.
However, most studies insist that differences in owner type bring about a different impact on the managerial behaviours and performance of privatised firms. Meanwhile, researchers continue to debate over the evaluation of managerial and outside owners, although they generally share the view that dominant worker ownership is problematic. A set of studies by the IMEMO research team has consistently suggested the superiority of managerial ownership (Aukutsionek et al., 1998; Kapelyushnikov, 2000a Kapelyushnikov, , 2000b . Furthermore, Djankov (1999) and Buck et al. (2000) have confirmed a statistically significant and positive impact of managerial ownership on corporate performance and restructuring. Nevertheless, these two studies point out that Russia's managerial ownership is also accompanied by a trade-off between managerial entrenchment 8 and incentives, as observed in developed countries, from the viewpoint that ownership by managers at the 10 to 30% level has an insignificant impact on their asset sales behaviour and a negative impact on labour productivity (Djankov, 1999) and that the squared managerial ownership shares are significantly negative .
There are, however, many empirical studies in which other perspectives are presented. For example, Filatotchev, Buck, and Zhukov (2000) stress the harmful effect of managerial ownership on the basis of their detection of intense managerial entrenchment, under which managerial ownership is monotonously and negatively correlated with downsizing efforts using labour reduction to deal with a recession and the square of managerial ownership is significantly negative. In addition, Savulkin (1998), Filatotchev, Wright, and , Kuznetsov and Muravyev (2000) , Linz (2000) , Perevalov and Basargin (2000a) , Radygin and Arkhipov (2000) , and some other researchers strongly suggest the effectiveness of outsider ownership as an accelerator for performance enhancement and restructuring promotion. Despite a number of empirical studies generally supporting the advantages of outsider ownership, Kuznetsova and Kuznetsov (2001) offer a reasonable objection, insisting that the threat of insider ownership against corporate restructuring in Russia is very likely to be overestimated unless sufficient consideration is given to the particularities of the management environment, including the fragility of its social systems. Therefore, further evidence is required to assess the following statement by Megginson and Netter's (2001) : "Insider privatisation has been a failure throughout the former Soviet Union, especially in Russia, and the concentrated managerial ownership structure that characterises almost all privatised firms will likely hamper these economies for many years" (p. 363).
Meanwhile, contrasting results were obtained from financial institutions and foreign investors with regard to their effectiveness as outside owners. As shown in Table 3 and Figure 1 , the average shareholding rate of commercial banks and investment funds sharply declined after the financial crisis in 1998, following a gradual increase that had lasted for several years since the mass-privatisation stage. As a result, also because of tightening regulations on shareholding, financial institutions are currently quite a minority as corporate owners (Sprenger, 2002) . Furthermore, it is difficult for commercial banks to aggressively engage in enhancing the management discipline of their invested enterprises through credit administration considering their tiny presence in corporate finance and their poor ability to assess borrowers' worthiness of credit (Brana, Maurel, and Sgard, 1999; Bevan and Fennema, 2003) . 9 Several major banks, however, are playing an essential role in corporate governance as the core constituent of FIGs, as explained later in this section. As for investment funds once highly expected to be instrumental in improving corporate governance, the stance taken by these institutional investors is generally regarded as passive since they more often choose to 'exit' corporate management in distaste for insider dominance in their invested companies rather than take an active approach by raising their 'voice' (Shleifer and Vasiliev, 1996; Frydman, Pistor, and Rapaczynski, 1996; Basargin, 2000a, 2000c) . Still, with only a small number of empirical studies conducted so far on investment funds, their ability and function as institutional investors have not been fully examined.
There seems to be no argument about the effectiveness of foreign participation, as it has been more clearly and strongly verified than any other type of ownership (Kuznetsov and Muravyev, 2000; Perevalov and Basargin, 2000a; Radygin and Arkhipov, 2000; Earle, 2001, 2004; Kortelainen and Kotilainen, 2003; Dolgopyatova, 2004b; Guriev and Rachinsky, 2004) . In this regard, it makes little difference what empirical method has been employed as well as whether the study concerns performance or restructuring. According to quantitative analyses by Djankov (1999) and Yudaeva et al. (2003) , while a non-linear relationship can be observed between foreign ownership shares and productivity, such as managerial entrenchment, foreign ownership poses no detrimental effect. Foreign direct investment (FDI) in Russia is smaller than that in Central and East European countries on both the per capita and cumulative total bases and is extremely concentrated in specific regions and industrial sectors. 10 Therefore, the substantial impact of foreign investors on corporate governance in Russia is possibly trivial at present. Nonetheless, as suggested by many researchers, FDI and multinational enterprises exhibit strong marginal effects. Hence, if significant expansion of these two factors takes place, drastic changes in the corporate system in Russia will take place.
Ownership concentration and business integration
It is well known that the majority of former state-owned enterprises have been and continue to be controlled by a handful of shareholders, including workers' collectives. As this phenomenon is quite a distinctive feature of Russian enterprises, many empirical studies have focused on ownership concentration in itself. Until today, however, no conclusion has been reached concerning the relationship between ownership concentration and corporate management (Yasin, 2004) . While a certain consensus exists regarding the positive impact of blockholders and dominant shareholders on corporate performance and restructuring, as suggested by Linz (2000) , who conducted a field survey of 32 formerly public enterprises in the Rostov region in 1999, the effect of ownership concentration presents, in itself, advantages and disadvantages (Braverman, 1999; Kuznetsov and Muravyev, 2001; Guriev et al., 2002; Dolgopyatova and Kuznetsov, 2004) . The contended issue is the influence of managerial entrenchment and other factors leading to a non-linear relationship between ownership concentration and management actions (Filatotchev et al., 2001; as well as the complication of the effects resulting from the different types of owners discussed above.
As ownership concentration is not a useful instrument to find empirical evidence, researchers are now focusing on steadily progressing business groupings. The vertical and horizontal integration as well as the formation of conglomerates of Russian industrial firms started to happen in the mid-1990s, induced by a series of industrial policies implemented by the federal government, including the enforcement of the Federal Law on Financial and Industrial Groups, the implementation of the Loans-for-Shares Privatisation scheme, and the establishment of state-owned holding companies. With this trend gaining further momentum in the new century, not only national-scale FIGs and oligarchs but also local business groups are now mushrooming. These various forms of business integration have accelerated through the selling of stocks by rank-and-file employees and minority shareholders suffering from infringement of their rights as well as through the disposition of shares by managers, issuance of new stocks, reverse split of stocks, and corporate M&As (Deryabina, 2001; Dolgopyatova, 2003b; Mizobata, 2004a; Radygin and Shmeleva, 2004) . 11 Although management systems and the inter-group ownership structure of newly born business groups are critical themes in the study of corporate economy in Russia, we do not elaborate on these topics, leaving the task to pioneering research works, such as those by Johnson (1997) , Malginov (2000) , Radygin (2001) , Sokolov (2003) , Radygin and Shmeleva (2003) , Clarke (2004) , Dokuchaev (2004) , Siobara (2004) , and Tsvetkov (2004) . 12 The latest survey by a research team of the Higher School of Economics revealed that at least 20 to 30% of surveyed firms had a tie with an industrial group of some sort (Golikova et al., 2003; Yasin, 2004) . In addition, there is clear evidence that most of Russia's leading companies have such a connection Rachinsky, 2004, 2005) . Hence, it would not be an exaggeration to say that, unlike the case of foreign investors, emerging industrial conglomerates and business groups essentially have immense power to influence the entire Russian industry (Klepach and Yakovlev, 2004) . Under these circumstances, the empirical analysis of business integration has been rapidly gaining importance in recent years.
As predicted by the orthodox theory of business integration (Milgrom and Roberts, 1992 ), many studies have confirmed a positive association between enterprise groupings and corporate performance. For instance, Brown, Guriev, and Volchkova (1999) , Perotti and Gelfer (2001) , and Volchkova (2001), focusing on FIGs, provide a variety of evidence supporting the superiority of FIG-affiliated companies over independent enterprises in terms of labour productivity, efficiency of capital allocation, finance mobility, and investment activeness. At the same time, these studies suggest the organisational advantages of bank-led FIGs over industry-led groups. Muravyev (2000, 2002) , who investigated 103 listed companies, reported that, while state-owned shares held by government agencies in those enterprises had no significant impact on their total factor productivity (TFP), there was a positive correlation at the 5% level between ownership by state-holding corporations and the TFP of the surveyed enterprises; this means that, when the shareholding of a state-holding corporation in an enterprise increases by one percent, the output of the enterprise expands by an average of 0.64% without any additional input. Frye (2003) and Dolgopyatova and Kuznetsov (2004) also presented definitive evidence proving the positive effect of shareholding by business groups on restructuring.
The latest remarkable work in this field is that of Rachinsky (2004, 2005) . They depict the reality of Russian oligarchs and their conglomerates by closely examining the characteristics of 1,297 industrial enterprises owned by the top 23 'ultimate owners.' The following findings are presented: (a) enterprises owned by ultimate owners accounted for 35% of the total sales and 16.4% of the total number of employees in the industrial sector in 2001 and surpassed the percentage of enterprises owned by any other individual shareholders, foreign investors, and local governments in these terms; (b) ultimate owners have their stakes across various industrial sectors, and their influence is very large, especially in the fuel and energy, natural-resource mining, and automobile sectors; (c) the size of enterprises under the control of ultimate owners is, on average, 76% larger than that of firms dominated by other private owners; and (d) enterprises dominated by ultimate owners, on average, invest 24 to 30% more money than other private enterprises. A study by Guriev and Rachinsky is now highly acclaimed for giving a more accurate picture of corporate control by oligarchs, an issue which has often been discussed on the basis of anecdotal findings.
As reported above, there is no doubt that business integration is an essential subject for the study of corporate governance in contemporary Russia. It is expected that this new economic phenomenon will be evaluated from diverse standpoints, such as the problems resulting from barriers set up by business groups and their crowding of independent enterprises.
Statistical re-evaluation of policy implications
Having reviewed literature on the relationship between ownership and corporate restructuring in Russia, we will now re-evaluate the aforementioned discussions using the meta-analysis technique. The statistical significance of different structures of ownership and different types of owners was compared on the basis of the criteria developed by Djankov and Murrell (2002) . Specifically, we combined t-statistics on coefficients of ownership variables obtained through empirical studies encompassing regression analyses of the impact of ownership structure on corporate performance and restructuring in the following equation:
where i t stands for the t-statistics contained in a study in the i order, M is the number of analyses, and i w is weight for the i th study on a scale of one to five. 13 The τ value is normally distributed.
Here, a total of 109 estimation results were extracted from the studies listed in Table 6 . As in Djankov and Murrell (2002) , multiple estimation results were taken from one study only when regression modelling, analysis period, and other conditions were substantially different from others in that study. In cases in which more than one estimation result was available from one study regarding the same subject, the most appropriate one was selected by judging the coefficient of determination (R 2 ) and selection of control variables and by considering the simultaneous equation bias, among other factors. 14 Table 7 contains a summary of empirical results regarding the impact of private ownership in comparison with state ownership. It is clear that quantitative analyses conducted with the dataset in the 1990s failed to confirm the statistically significant impact of private ownership on productivity and profitability, although they offered more solid evidence about the positive effect of private ownership on restructuring. In contrast, private ownership is shown to have had a significant impact in the 2000s. This suggests that there was a certain time lag before private ownership began to have positive effects on the performance of former state-owned enterprises. Taking all results shown in Table 7 into account, we conclude that empirical evidence may support the view that private ownership has been better than state ownership overall since the end of mass privatisation to the early part of 2000.
To examine the discussions above from another angle, we also conducted a vote-counting analysis, which is a more orthodox approach to deal with the results of different empirical studies. 15 The results are shown in panel (a) of Table 8 . This table indicates that the number of estimation results showing a significantly positive impact of private ownership is almost the same as the number of those exhibiting a non-significant impact when based on a significance level at 5%. Therefore, it appears that there is room for scepticism with regard to the effectiveness of enterprise privatisation in Russia.
Next, we compared the impact among different types of owners, dominant shareholders, ownership concentration, and business integration. 16 The results shown in Figure 3 and Table 8 (b) validate many issues discussed in Subsections 3.2 and 3.3. In other words, they demonstrate no distinctive difference between managers and outside owners in terms of their positive impact on corporate performance and restructuring but strongly suggest the inferiority of worker ownership as compared to other private owners. What is more uncertain is the impact of shareholding by commercial banks on corporate management. On the contrary, our study confirms the highly significant impact of foreign ownership, especially on performance, while dominant shareholders fall short of the expectations.
With regard to the effect of ownership concentration, Figure 3 and Table 8 (b) suggest that the negative side of managerial entrenchment has led to a slackening in restructuring. In contrast, ownership by and integration with business groups, which have been actively pursued in recent years in parallel with the increase of very dominant shareholders as well as the development of ownership concentration, have brought about quite a significant and positive impact, especially on the progress of restructuring. This is consistent with observations by many researchers that FIGs with major commercial banks as their core components, as well as newly born business conglomerates controlled by oligarchs, tend to more aggressively engage their affiliated companies in investment activities than independent enterprises.
Management organs and corporate control
The previous section outlines the achievements and limits of the study regarding the relationship between ownership and restructuring in Russia. Attention will now be given to a review of the literature focusing on groups in charge of corporate management, such as the boards of directors and top managers.
The board of directors and its supervisory function
The system of corporate governance in Russia is, to a certain extent, a hybrid. In other words, the Russian system is less independent than the two-tiered German system, which completely differentiates an executive body from a supervisory body; however, it is more independent than the single-tiered Anglo-American system, in which one organ performs two functions. In fact, the Law on Joint-stock Companies in Russia prohibits the holding of multiple offices, such as, for example, a CEO holding the positions of general manager and board chairman. Furthermore, it stipulates that the executive officers of a company may not account for more than one-quarter (one-half until the end of 2001) of its board of directors. 17 In other words, the Russian corporate law is designed to secure a higher level of independence of the boards of directors than those in the US and UK (Black and Kraakman 1996; Iwasaki, 2003a Iwasaki, , 2004 . This unique directorate framework in Russia has led researchers to question whether Russian boards of directors are really effectively supervising CEOs and others in top-management positions.
Against this backdrop, studies have focused on the interrelationship between the ownership structure and board composition. According to Blasi and Shleifer (1996) , , and Yasin (2004) , the average number of board members in Russian enterprises currently stands at seven, and this number has not fluctuated significantly throughout the transition. Nevertheless, the number of board members has varied according to the size of the company, and there are many companies with more than seven directors. Studentsov (1996) surveyed 18 leading corporations and found a large variance in the number of board members, from 4 for the Lebedinsk Ore Mining and Processing Plant to 19 for Norilsk Nickel. In addition, a joint survey by the Federal Commission for the Securities Market and the Institute for Stock Market and Management conducted in the first half of 2001, which covered 56 large listed companies, reported that the average number of board members for those companies was nine and that 4% of those companies had from 1 to 5 board members, 77%, from 6 to 10 directors, 15%, from 11 to 15 directors, and the remaining 4%, 16 directors or more (Iwasaki, 2003c) .
There is a consensus among researchers that, while a certain correspondence can be observed between ownership structure and board composition, managers are strongly inclined to acquire higher shares of representation in the board of directors than their shareholding rate Perevalov and Basargin, 2000b; Dolgopyatova, 2003b; Yasin, 2004) . Based on six earlier studies, Table 9 shows the average board composition by type of shareholder as well as an owner type-specific class-representation index regarding board members for an average industrial firm. In this table, the board-member-representation index for the managers for each survey year exceeds 1.0 in all surveyed periods. On the other hand, the index for rank-and-file employees and that for the outside investors are below their corresponding ownership shares. This could be ascribed to the passive attitudes of workers toward corporate management, manager animosity toward outsiders, and distrust for outside directors. Additionally, the index for the state has been declining along with the development of the market economy (Afanasiev, Kuznetsov, and Fominykh, 1997; Wright, Buck, and Filatotchev, 1998; Dolgopyatova, 2001; Bekilov, 2003; Belikov et al., 2004; Filatov, 2004) .
As described in Section 2, insider shareholding in Russian firms has been gradually declining. Nonetheless, the strong presence of managers and employees in boards of directors remains unchanged. This situation implies that the tension over ownership and management between insiders and outsiders has been accelerated in a retrograde fashion as a result of a dynamic realignment of the ownership structure. According to a 2000 survey by Bevan et al. (2001) , directors representing managerial owners, workers, and outside shareholders have a board majority in 32.8% (129 corporations), 24.2% (95 corporations), and 23.9% (94 corporations) of the surveyed firms, respectively. The survey also revealed that insider directors are a majority in 89.7% of the surveyed firms with insider dominating ownership and in 41.8% of the surveyed firms controlled by outside owners. In addition, a 2001 survey by the IMEMO found that insider directors had board chairmanship in 62% of the surveyed firms, a much higher percentage than that of outsider directors in the same position . The survey also reported that the possibility that an insider would be promoted to board chairman is positively correlated with the insider ownership rate and the tenure of a CEO. However, more than 50% of the surveyed firms with majority outsider ownership also have insider chairmen. These facts, which suggest a growing dominance of managers on boards of directors and expanding inconsistencies between ownership structure and board composition, clearly constitute a basis for the scepticism of researchers concerning the effectiveness of the boards of directors of Russian enterprises.
As stressed by Dolgopyatova (2003b) , Iwasaki (2003c) , and Wright et al. (2003) , listed companies and large corporations show a more representational relationship between their ownership structure and board composition than large unlisted enterprises and small and medium-sized companies and have a considerably higher percentage of outside directors (65 to 70%). In addition, these public corporations positively support the concept of independent directors. For example, according to the joint survey by the Federal Commission for the Securities Market and the Institute for Stock Market and Management, 29 (52%) of the 56 listed companies had independent directors, who accounted for 20% of the total. Nonetheless, the same survey also revealed that there was only one company that had established its board subcommittees in response to the recommendations of the federal government. This implies that the organisational reform of Russian firms is still in the developmental stage, even in leading companies.
Only a few studies have been conducted on the relationship between the board of directors and corporate restructuring. Among them are (a) Bevan et al. (2001) , who confirmed that companies whose boards of directors are controlled by outside shareholders are more willing to push for restructuring and management renewal than enterprises whose boards are dominated by insiders; 18 (b) and Kapelyushnikov and Demina (2005) , who found a positive association between the length of tenure of a board chairman and good corporate performance; (c) Goltsman (2000), who validated the idea that high ownership shares by managers and outsiders lead to a significant increase in the turnover frequency of board members; (d) Muravyev (2003b) and Yasin (2004) , who demonstrated that insider director representation rights and the authorised number of directors are negatively correlated with CEO turnover; and (e) Judge, Naoumova, and Koutzevol (2003) , who quantitatively verified that an enterprise whose board of directors is virtually controlled by a CEO has a significant disadvantage regarding performance over enterprises that are compliant with provisions of the Law on Joint-stock Companies, which prohibit one person from concurrently holding the offices of CEO and board chairman.
In addition, there is no literature addressing the way in which inconsistency between ownership structure and board composition affects the performance and restructuring of privatised firms in Russia. Further studies will be required.
CEO turnover and corporate restructuring
A large number of studies have been devoted to the CEO turnover observed in developed countries because this phenomenon offers a unique dimension to corporate governance theory. Likewise, this theme is also a centre of attention for those involved in the study of Russian corporations. In fact, many researchers and research teams have conducted studies on CEO turnover from the viewpoint of the appointment date of the current president and the reason for the resignation of the predecessor in order to use the data in empirical studies.
Although abundant information on managerial turnover in Russia is available from these survey papers, most of them simply show the percentage of enterprises that experienced a CEO replacement during a given survey period but not changes in the turnover rate over time. Therefore, we estimated the annual CEO turnover for each year from 1993 to 2003 by examining the relevant data in 14 papers. Figure 4 plots simple means as well as weighted means by sample size in individual surveys. discussed CEO turnover and suggested that it increased after the 1998 financial crisis. However, Figure 4 suggests that it is highly possible that such an upward trend started earlier than that event. In fact, the differences between the average turnover for 1996 and that for 1997 are statistically significant at the 1% level by the one-side test (t=3.55, p=0.004), whereas the differences between 1997 and 1998 are not significant (t=0.474, p=0.323) . Furthermore, a regression analysis of CEO turnover that was adapted from the reform years (setting 1993 to 1 as the starting point) and a level-shift dummy (equalling 1 for 1997 onwards) as explanatory variables led to the conclusion that there was a statistically significant average divergence of 5.8% in CEO turnover between the two subperiods of 1993 to 1996 and 1997 to 2003. 19 As indicated in Table 3 , 1997 was the first year when the average share of insider ownership fell below 50%. In the same year, the average age of top managers was nearly as high as their retirement age, with the proportion of CEOs older than 60 topping 28%. In addition, the average CEO tenure (7 to 8 years) and turnover frequency (10 to 11%) for Russian corporations over the past few years have been almost the same as those for American and Japanese companies. In terms of the frequency of outside CEO succession (40 to 50%), Russian firms have kept their level 10 to 20% higher than the average for corporations in developed countries (Weisbach, 1988; Martin and McConnell, 1991; Kang and Shivdasani, 1995; Muravyev, 2001; Abe and Oguro, 2004; Yasin, 2004) . Therefore, the increasing upward trend of CEO turnover frequency shown in Figure 4 can be attributable to the accelerated development of flexibility of CEO appointment against the background of the declining insider control and the aging of Soviet-generation executives. To identify factors resulting in the ongoing trend, this issue requires further elaboration. Table 10 lists empirical studies scrutinising the linkage between CEO turnover and corporate restructuring. All studies, except the one by , highlight the critical effects of ownership structure on managerial renewal. They share the following four common perceptions: (a) outside ownership is positively and highly statistically correlated with CEO turnover frequency; (b) in contrast, insider shareholding significantly hampers CEO changes; forty to 50% of enterprises with dominant ownership by managers and worker collectives have a holdover CEO from the Soviet days, a much higher proportion compared with that in other types of corporations (15 to 20%); (c) substantial changes in ownership structure resulting from the replacement of the largest or dominant shareholders are highly likely to cause CEO turnover; and (d) the higher the investment share of a top shareholder and ownership concentration rate are, the more frequently CEO turnover occurs. 20 Moreover, there are two noteworthy points to make: (e) the government does not necessarily speak for the current management, considering the fact that state ownership increases CEO turnover as well Muravyev, 2001 ; and (f) the frequency of insider CEO succession is positively correlated with shareholding by insiders and the federal government, while the presence of outside investors and local governments enhances the possibility of outsider succession (Muravyev, 2003b) . Figure 5 and Table 8 (c) compare the impact of different types of owners and changes in ownership structure on CEO turnover based on the 11 estimation results available in the papers listed in Table 10 . 21 These two data sets confirm the reversal relationship between insiders and outsiders regarding the direction of their impact. Almost of all type of outside owners have a positive and highly significant impact on managerial turnover. Changes in ownership structure also exert positive effects on CEO turnover with the same level of significance. In contrast, foreign investors who exhibit a strong influence on corporate restructuring have very little impact on CEO renewals compared with other outside shareholders. This fact involving foreign investors in corporate management in Russia provides quite an interesting perspective.
Regarding the interrelation between corporate performance and managerial turnover, except for Muravyev (2001 and Kapelyushnikov and Demina (2005) , no studies have provided clear evidence that corporate performance affects the frequency of managerial turnover. Many papers have suggested an extremely limited correlation between these two factors Dolgopyatova and Kuznetsov, 2004) or denied a significant correspondence Yasin, 2004 ). An exhaustive event study by covering 110 listed corporations shows that these mainstream views are not inaccurate ones affected by errors in research or empirical methods. According to his study, only 19.5% of all 113 CEOs who left their post from 1997 to 2001 resigned to take responsibility for the worsening of their business results. 22 This percentage is much lower than that of CEOs who stepped down for non-managerial reasons, such as career changes, age-limit retirements, internal reassignments resulting from organisational changes, and non-managerial problems (51.3% in total), and even lower than that of those who resigned for other reasons, such as managerial intervention by local governments, social conflicts including labour disputes, legal procedures concerning corporate rehabilitation, takeover, and others (24.8% in total). As points out, it is difficult, even in listed companies, to drive out top management on the grounds of poor performance. Consequently, it is no wonder that CEO changes are not sensitive to corporate performance.
On the other hand, eight studies have examined the relationship between managerial turnover and corporate performance from a reverse angle. These studies work on the effects of the renewal of top-notch managers on corporate performance and restructuring activities. Four of them evaluate the refreshment of management as positive (Barberis et al., 1996; Klepach, Kuznetsov, and Kryuchkova, 1996; Krueger, 2004) , and the other four have a neutral or negative view of its influence Peng, Buck, and Filatotchev, 2003; Dolgopyatova and Kuznetsov, 2004; Yasin, 2004) , leaving room for further discussion.
Incidentally, one of the reasons for the high interest among researchers in managerial turnover in Russia is that they are traditionally suspicious of the flexibility and innovativeness of "red executives," or Soviet-generation executives. These researchers believe that, owing to insider control, those old-fashioned executives feel secure in their own positions and do not feel the need to move ahead with corporate reforms despite their lack of ability to deal with new business environments under transitional economic conditions. Chirikova (2001) and used interview surveys to question the negative image of Soviet-generation executives and discovered several contradictory findings. 23 For example, (a) CEOs of all generations face equally stiff internal resistance to reform efforts; (b) both old-and new-generation CEOs are strongly dissatisfied with the behaviour and competence of middle managers; (c) many new generation CEOs also tend to select gradual (evolutional) management strategies and Soviet-style paternalistic personnel policies; (d) current Russian CEOs spend long hours at the workplace, regardless of their age and the industry in which they work, as evidenced by the fact that 82.9% of those surveyed work more than 40 hours weekly, 44.2%, more than 50 hours, and 13.5%, more than 60 hours, which is comparable to the hours that CEOs in the US and the Netherlands worked from the 1960s to 1970s. Based on these observations, the two studies strongly suggest that the slow pace of corporate restructuring in Russia should be regarded as an overall organisational problem. It is essential that more research and analysis from such a perspective be conducted to ascertain the state of Russian firms in the new century.
In addition, it is indispensable to look into the reality of top management circles from the viewpoints of remuneration systems for top management and the labour market for corporate executives. However, only two studies, those by Peiperl and Estrin (1998) and Teplova (2003) , investigate these subjects. Furthermore, almost no research has been done with regard to shareholder meetings, collective executive organs, audit committees, auditors, external auditors, and other corporate organisations of Russian firms. 24 Hence, despite a large number of empirical achievements that have been made in recent years concerning the structure of boards of directors and managerial turnover, the study of the internal organisation of Russian enterprises remains unexplored.
Market competition and management discipline
The threat of competitive pressure and market selection has no less significant impact than the ownership structure and internal governance mechanism on the enhancement of management discipline. In addition, these two factors are considered panaceas for the improvement of corporate governance, as they are free from 'agency problems' between shareholders and management (Jensen, 2000) . A variety of views have been presented by researchers regarding the relationship between market competition and management efficiency in developed countries (Conyon, 1995; Nickell, 1996; Blanchflower and Machin, 1996; Bhattacharya and Bloch, 1997) . However, it would be reasonable to suppose that increased market competition may generally streamline corporate management activities in post-communist countries where competition had not existed. Hence, the point is whether market competition had an immediate positive impact in Russia when its economy was in an early transition stage in which anomalous industrial organisations formed under the planned economy and its market structure was highly concentrated in specific sectors (Estrin, 2002) .
There is no doubt that privatisation and open market policies created a more competitive environment for Russian business. According to a 1994 corporate survey conducted by Buck, Filatotchev, and Wright (1998) covering 171 privatised enterprises, 88.1% of managers reported that market conditions constrained managerial decisions. Before privatisation, only 57.1% of the managers had reported the same in a similar survey. Managers who reported that "state regulations" and "workers" were the constraints on corporate management were 32.3% (45.6% before privatisation) and 15.4% (13.9% before privatisation), respectively, which suggests that market competition has gained considerably in rank as a management factor. Moreover, in a survey by Estrin and Angelucci (2003) of the 390 enterprises, 247 firms (63.3% of all samples) responded that they had five or more competitors in the domestic market, 106 (27.2%) answered that they had three to five competitors inside Russia, and 143 (36.6%) said that they were competing with imports in January 2000. As a result, 103 firms (26.4%) replied that they were facing fierce competition with both domestic and foreign rivals, which reveals that the competition was greater than expected among Russian corporations. Earle, Estrin, and Leshchenko (1996) suggested the significance of industrial organisations and local markets as determinants to corporate performance by using the high explanatory power of regional and industrial dummies for year-on-year changes in sales for 1994, the year after the completion of mass privatisation. As mentioned in Subsection 3.1, however, it is difficult to presume that the above dummy variables, which may reflect various factors in a complicated fashion, can be proper proxies for a market environment. In fact, Earle and Esrtin (2003) conducted a regression analysis of labour productivity in 1994 into various market variables, such as market shares of the four leading major corporations and import penetration ratios, but none of the dependent variables provided validated the potency of market competition in the improvement of labour productivity. 25 Therefore, market competition had, if any, a very limited impact on the improvement of management discipline immediately after the mass-privatisation stage.
In contrast, a series of empirical studies in which the analysis period covers the years after the mass privatisation presents numerous pieces of statistical and econometric evidence demonstrating the positive impact of market competition on corporate performance and restructuring (Table 11) . Among the authors are Perevalov, Gimadii, and Dobrodei (2000) , who confirmed the effectiveness of domestic competition in the improvement of labour productivity and the sales cost ratio; Mores (2000), who found relatively high labour productivity in enterprises competing with non-former Soviet foreign companies; Bevan et al. (2001) , Estrin and Angelucci (2003) , and Estrin and Bevan (2003) , who verified that corporations under intense market pressure had significantly stronger motivation for restructuring and that competition from imported goods promoted investment by given firms; and Kozlov and Manaenkov (2002) and Yudaeva et al. (2003) , who detected the positive spillover effects of the entry of foreign companies on the export activities and total factor productivity of domestic firms. 26 In addition, and Brown and Earle (2001) , who discovered a close complementarity between privatisation and market structure through a regression analysis using large-scale panel data, maintain that the more privatised an industrial sector becomes, the more closely the position of an enterprise in product market of that sector is correlated with its performance and productivity.
Taking these findings into consideration, the existence of a desirable linkage between market competition and corporate management, even during the first transition period of the Russian economy, is highly probable. Nevertheless, Djankov and Murrell (2002) , who carried out an analysis of 82 estimation results from 23 studies using the method referred to in Subsection 3.4, assert that, while it is a fact that domestic and import competition plays a certain role in promoting restructuring in almost all transition economies, its effects are much more statistically significant and robust in Central and East European countries than in the CIS states, including Russia. In fact, our additional analysis based on research works listed in Table 11 indicates that the impact of market competition is not very significant (τ=1.85, M=23), except in terms of the spillover effects of alien corporations (τ=3.32, M=7). The results from the vote-counting analysis also support this conclusion (Table 8(d) ).
As Broadman (2000) and Estrin (2002) point out, while the market concentration in Russia is almost at the same level as that in developed countries at the national level, it is extremely high at the local level. This reflects the characteristic regional fragmentation of the Russian economy, which arises from two factors, namely, local economies based on small-town single enterprises and the underdevelopment of logistic and distribution systems. In addition, as mentioned in Subsection 3.3, horizontal and vertical integrations are becoming more and more vigorous, in line with the remarkable progress of business clustering at both the national and local levels. Moreover, Russia is categorised as one of the most difficult transition countries in which to gain market access, according to an analysis conducted by , who estimated the business start-up costs in 85 nations around the world. 27 Hence, the structural and institutional problems referred to above are apparently major stumbling blocks to the further promotion of market competition.
In Russia, there is another impediment to market entry and competition. Many researchers stress that a more problematic issue is the influence of the state as a stakeholder. Although over 10 years have passed since the collapse of the Soviet Union, a large number of Russian firms are still receiving a variety of support from state authorities. For example, according to an investigation by Bevan et al. (2001), 193 (53.1%) of the 364 surveyed firms obtained some kind of support from the federal or local governments. In a similar survey by Yasin (2004) covering 477 companies, 235 firms (49.3%) responded that they gained at least one form of support from the state from 1999 to 2002, and 215 (45.1%) reported that they were awarded at least one state contract during 2001. In other words, the government has continued to serve as a 'rescue state' for business firms in Russia, as in the case of many other CIS countries (Iwasaki, 2003b) .
This paternalistic relationship between governments and domestic firms maintained through public aid has been a breeding ground for political and bureaucratic corruption involving local firms as well as for 'state capture' from the enterprise side (Broadman, 2000; Desai and Goldberg, 2001) . 28 The magnitude of this problem has been documented by many studies inside and outside Russia, such as those by Johnson et al. (2000) and Johnson, McMillan, and Woodruff (2002) , who confirmed the high prevalence of bribery by local corporate executives in Russia compared with that in Central and East European countries; Chirikova (2001) and Frye (2002a) , who clarified the close ties existing between local governments and local enterprises; Golikova et al. (2003) , who unveiled serious state intervention in private businesses; and Yakovlev and Zhuravskaya (2004) , who verified the intensity of state capture practices by business groups by a quantitative analysis based on a unique corporate data set. The evidence above indicates that government paternalism in Russia is potentially a greater obstacle to the market entry of potential competitors than the formal institutional obstacles pointed out by .
Moreover, as pointed out in numerous studies, including those by Frye and Shleifer (1997) , Frye and Zhuravsyaka (2000) , Lambert-Mogiliansky, Sonin, and , Frye (2002b Frye ( , 2003 , Sonin (2004), and Simachev (2004) , these circumstances are also institutionally complemented by the fragile judicial systems, as represented by the low reliability and insufficient enforcement capability of the arbitration courts, especially in terms of the application of the Bankruptcy Law and the settlement of disputes between state organs and private companies. 29 These facts support the assertion by Yakovlev (2003) that issues of corporate governance in Russia should be considered on the basis of broad definitions of relevant factors, including the interrelationship between the state and firms.
Because systemic inertia inherited from the socialist era and low public trust in their own society are at the root of the problem, it will be difficult to find a solution without collaborative efforts among the judicial, legislative, and administrative systems. In this sense, the Russian state would have to work hard to maximise the effects of market competition as an economic mechanism leading to the further enhancement of management discipline.
Concluding Remarks
In this paper, an overview has been presented of the range and depth of the study on corporate governance in Russia through a comprehensive survey of the related literature. There is no doubt that a great deal of achievement has been made in a short time owing to strenuous efforts by various highly motivated researchers, who have provided insightful perspectives on transitional corporations. In addition, these research works have played a certain role in the improvement of the Russian business class, as seen in the enactment of the Corporate Governance Code, its primary purpose being to strengthen and increase the transparency of governance systems, especially in public corporations.
The findings of this study, however, have demonstrated that some subjects have had more prominence than they should have had. Namely, too many studies have focused on the interrelationship between the ownership structure and performance of privatised enterprises. This is because, for most researchers involved in the study of corporate governance in Russia, their utmost goal has been the assessment of policies for economic transformation, more specifically, the understanding of the consequence of ownership transfer and its impact on the restructuring processes of former socialist enterprises. As a result, little research has been conducted on the investigation and analysis of some critical themes, including executive remuneration systems, managerial markets, and internal corporate organisations. Although the type of research described above could be acceptable in view of socio-economic changes at the early transition stage, the present situation requires a well-balanced research base that can grasp the reality of Russian corporations from a multifaceted perspective.
Looking at the emergence of corporate governance mechanisms in Russia accompanying such phenomena as a highly concentrated ownership structure, managerial entrenchment, business integration, and corporate clustering, it is evident that Russian firms need more internal power than firms in developed countries in order to seize the initiative in management strategies, to control cash flow, and to prevent external attacks, including those from the government. The current attitude of Russian corporations can be interpreted as an economically rational response to the shattered social order and underdeveloped capital market and banking systems. Against this background, many researchers share the perspective that Russian firms are not now aspiring to achieve an Anglo-American type of governance system, as they used to. Nevertheless, the most pivotal point of whether the systems of corporate governance in Russia will end up as the European continental model or evolve into an original model that would be strongly underpinned by Russian culture, tradition, social values, and institutions remains controversial (Wintrobe, 1998; McCarthy and Puffer, 2002; Buck, 2003; Kondratiev, 2003; Mizobata, 2003; Dallago, 2004; Judge and Naoumova, 2004; Yakovlev, 2004) . The only way to answer this question is to conduct comprehensive and in-depth empirical research of a corporate system encompassing the issues of the interrelationship between the state and the financial system. We are hopeful that discussions will develop in this direction.
Russian firms to comply with the Code in order to achieve a certain level of rating from the stock market (Iwasaki, 2003c) . 3 Scholarly books, which have been published very recently, include those by McCarthy, Puffer, and Shekshnia (2004) , Osipenko (2004) , Gorodnii (2005) . 4 In addition to this option, the federal government prepared two other schemes. Under the first one, 25% of the total preferred stock of each public enterprise was granted to its management and employees for free, and 10% of the total ordinary stock was distributed to them at 70% of face value. The second scheme allowed both management and employees to purchase 20% of the total ordinary stock each on a preferential offer basis. However, firms that had adopted the former and the latter accounted for only 30% and 3%, respectively, of the total number of privatised enterprises (Braverman, 1999; Perevalov and Basargin, 2000c) . 5 This scheme envisaged that banks would acquire the state-owned shares in 21 blue-chip public companies as collateral for granting credits to the federal government. Twelve auctions were implemented under this scheme, bringing a total of 5.1 trillion roubles of revenue to the federal government (Radygin, 2003) . 6 With regard to the remaining eight surveys, the mean and median of surveyed firms are 501 and 551, respectively. 7 Those measures include: (a) an understatement of business profits, (b) purchase of ownership shares through a dummy company registered under the name of managers, major shareholders, or their families, (c) asset sale to affiliates through transfer price manipulations, and (d) transfer of own shares to a limited liability company or a holding company established as a closed joint-stock company. 8 'Managerial entrenchment' refers to a situation in which managerial shareholders become free from outside disciplines by driving out other types of owners. Hence, it is highly likely to cause a moral hazard. 9 In fact, according to Goskomstat (2003b) , the average share of bank loans in the total fixed asset investment for 2000 to 2002 stood at only 4.0%. On the other hand, the average share of equity capital was 48.3%. For more details on the relationship between banks and enterprises in Russia, see Wright, Buck, and Filatotchev (1998) , Cook (1999) , Nimura et al. (2002) , and Siobara (2004) . 10 While the gross cumulative total and per capita FDI from 1989 to 2003 in Poland, the Czech Republic, and Hungary were 42,316 million/1,105 USD, 38,243 million/3,709 USD, and 20,887 million/2,089 USD, respectively, those in Russia stood at only 7,304 million/50 USD during the same period (EBRD, 2004) . In addition, 57% of the total FDI inflows to Russia from 1995 to 2003 were highly concentrated in four sectors, namely (a) energy, (b) food industry, (c) commerce and restaurants, and (d) financial services (Iwasaki and Suganuma, 2005) . 11 In fact, Russia was the fifth largest nation in Europe in terms of M&A volume in 2003. However, the fuel and energy sectors alone accounted for 63% of the total transactions, and M&A activities are still torpid in Russia in such sectors as chemical industries and real estate and financial services, both of which, by their nature, usually see many corporate takeovers (Sdelki Sliyanii¼, 2004) . 12 Clarke (2004) wrote a remarkable study on the management system of Russian holding companies. Based on case studies of 12 enterprises, he maintains that there is a consistent pattern of highly centralised management hierarchy in holding companies "which reproduces many features of the traditional Soviet system of administrative control" (p. 405). 13 Here, we classified research works used for the calculation of the τ value into five categories on the basis of the over-all quality of papers. This measure aims to discount estimation results derived from weaker methodologies (Djankov and Murrell, 2002, p. 751) . Our rating reflects the international reputation of academic journals or institutions as a data source and the amount of attention paid to the problem of simultaneous-equation bias and selection bias of privatised companies. The results of non-weighted calculations are available in the earlier draft of this paper (Iwasaki, 2005) . 14 This methodology is effective on condition that individual sample groups in individual studies be drawn randomly and independently from the same population. Since there is no guarantee that our calculation meets such a condition because of the given limitations, our analyses based on this methodology mentioned from this section onwards may include inaccuracies or errors. In this regard, Takashi Kurosaki is acknowledged for his comments. 15 For details on the vote-counting method, see Hunter and Schmidt (2004) . 16 Another methodology used to compare the impact of various types of owners, also devised by Djankov and Murrell (2002) , is different from that used in the present study. Here, their advanced approach was not used because the goal was to assess the impact of dominant shareholders, ownership concentration, and enterprise integration comprehensively. Through additional analyses, it was here confirmed that the applied approach does not offer considerably different implications from those based on simpler ones. 17 Executive officers, as referred to herein, are members of the collective executive organ made up of senior managers (Article 66 (2) The t statistics are in parentheses. An asterisk denotes that the coefficient is significant at the 1% level. 20 A survey covering 334 industrial firms revealed that, as of the end of 2001, the largest shareholders in enterprises whose CEOs were appointed in or after 1998 had an average ownership of 45.1%, whereas those in enterprises whose CEOs had been in office for 10 years had an average ownership of 24.2% . 21 The methodology is basically the same as that mentioned in Subsection 3.4. However, we here used the z-statistics, as the estimation results were taken from discrete and truncated regression analyses. 22 CEO turnover occurred in 69 of the 110 companies surveyed. Twenty companies experienced the phenomenon twice, and 9 companies experienced it three or more times during the survey period (op. cit.). 23 Chirikova (2001) conducted a questionnaire interview survey from 1999 to 2000 covering 62 CEOs and 100 or more executive managers, and conducted a study from late 2000 to early 2001 covering 530 presidents. 24 Sucher and Bychkova (2001) , examining the independence of Russian auditors, and Russell (2002) , analysing the function of the workers' council, are two of the very few important contributions in this field. 25 'Import penetration ratio,' as used herein, refers to the percentage of imported products from so-called 'far foreign countries' excluding ex-Soviet nations in the total net domestic distribution volume. 26 Nevertheless, there are a few neutral or negative assessments of the FDI spillover effects in Russia. See Sabirianova, Svejnar, and Terrell (2004) , for instance. 27 The entry costs calculated are those for 44 items related to the following five regulatory areas: (a) company registration; (b) taxes; (c) labour conditions and social security; (d) safety and health care; and (e) environmental protection (op. cit., p. 11). 28 'State capture' is defined as an effort by a certain group of enterprises to exert an illicit influence on the state aimed at gaining exclusive benefits from the government, such as subsidies and deregulation. 29 However, as noted in each of these papers as well as in those by Ryterman (2000, 2001) , the arbitration courts are generally highly regarded for their role in resolving conflicts between companies. Source: Goskomstat (1998 Goskomstat ( , 2003a and Rosstat (2005) . Dolgopyatova (1995 363 1-4, 7, 8, 10, 12-14 Blasi and Shleifer (1996 1994 61 1-14 Buck et al. (1996 ) 1994 171 1-3, 5-7, 11 Earle, Estrin, and Leshchenko (1996 ) 1994 439 1-3, 5, 6 Afanasiev, Kuznetsov, and Fominykh (1997 98-106 1-14 Filatotchev, Wright, and Bleaney (1999 ) 1994 84-314 1-14 Dolgopyatova (2000 277 1-12, 15-16 Izymov, Kosals, and Ryvkina (2000 Aukutsionek, Dyomina, and Kapelyushnikov (2003 Kapelyushnikov ( ) 1995 Kapelyushnikov ( -2003 -4, 7-9, 12, 15, 16 Radygin (2003 ) 1994 1,713 1-14 Wright et al. (2003 12-105 1-3, 5, 6 Yasin (2004 Source: Compiled by the author. 3: These ownership types include those whose data are not specified in an original paper but calculable from related information contained in that paper. The data for each ownership type provided in each paper do not necessarily cover each corresponding survey period indicated above. 1994 1995 1996 1997 1998 1999 2000 2001 2002 (continued) Source: Illustrated by the author based on studies listed in Table 2 .
16) Regional and local governments
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